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FOREIGN RESERVES: the Swiss National Bank will hold ecu assets. 
The most noticeable events, over the last month, regarding the EMS as well as the activity of the private ecu can 
be summarised as follows: 
-the central bank of Switzerland (SNB) will include ecu denominated assets in its foreign exchange reserves. 
-the EMS currencies showed a higher degree of convergence in January and early February. 
-the ecu segment of the Eurobond market was active in January with ten new issues amounting to 1020 millions. 
The Swiss National Bank announced, on January 12, its plans to hold some of its foreign reserves in ecus, 
following a decision of the European Monetary Co-operation Fund to accord the SNB the status of the "other 
holder" of official ecus. Information on the amounts involved, the way these ecu reserves would be constituted, as 
well as other technical details will be known at a later stage. 
This positive stance vis-à-vis the ecu of a non-Community central bank, issuer of one of the most sound world 
currencies, is principally owed to the stability of the EMS and, by consequense, to the stability of the ecu. This 
move underlines also the potential of the ecu for further development in the area where it has a comparative 
advantage: as an international means of payments, instrument of investment and finance and accounting unit in 
the international commercial contracts. 
The higher degree of convergence inside the EMS currency grid, during the recent period, is principally ascribed 
to the appreciation of the Italian lira against all EMS currencies. This, recent, strength of the lira constitutes a 
reversal of its movement during the previous months and has led to an overall reduction of the divergence range of 
the EMS currencies (see graph in this bulletin). The high lira interest rates and the resulting sizeable net inflow of 
capital towards lira denominated assets, seems to be at the origin of the currency's recent strength. A parallel 
appreciation of the dollar contributed also to the said currencies convergence, by shifting the investors' interest 
away from DM assets. 
January's 1020 mio of new issues of ecu bonds, was in line with the brisk issuing activity during the last months 
of 1988. A noticeable event was the first eurobond issue in ecus of the Belgian State (150 mio) which will be 
reported in the next month. 
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BILATERAL FLUCTUATIONS OF THE EMS CURRENCIES 
- 2 I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I 
01 OS 07 00 13 15 19 21 23 28 30 03 05 00 11 13 17 10 23 25 27 31 
December 1988 January 1989 
How to read the graph 
1. The various curves should be compared in pairs. To find the differential between two currencies, subtract the 
(positive or negative) values along the y-axis corresponding to each currency. 
2. The graph is drawn with the curve of the strongest currency above that of the Weakest. It shows therefore the relative 
position of each currency vis-à-vis the other currencies. 
3. When two curves intersect or merge over a period of time there is no differential between the two currencies and 
their market exchange rate equals their bilateral central rate. 
Construction of the graph 
1. The graph is drawn within a horizontal band corresponding to the maximum 2,25% margin of fluctuation applying 
at any given moment to market exchange rates and the bilateral central rates of the EMS currencies, with the 
exception of the LIT, which has a maximum authorized fluctuation of 6%. This band is divided symmetrically by 
a horizontal axis along which the points would be plotted if all currencies were at their bilateral central rate and 
there were therefore no fluctuations. 
2. The daily market exchange rates of all currencies are compared with the relevant bilateral central rates and the 
differentials between the two calculated. 
3. The maximum fluctuation between two currencies (with the exception of the LIT) is shown within the band, 
symmetrical with the horizontal axis. The fluctuations of the other currencies in relation to either of the two 
currencies in question are shown within the maximum permissible fluctuation. 
4. The curves are drawn by linking daily the points showing the relative positions of each currency. 
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(*) Recording based on the payment date 
TABLE ΠΙ 




















































































































































T A B L E I V 




















































Issued Issue Coupon Term Maturity 






100 101.375 7 7/8 4 02/02/93 7.47 Paribas LX Swap 
100 101.500 7 3/4 5 31/01/94 7.38 Deutsche Bank LX Swap 
80 69.625 0 5 06/02/94 7.51 Kredietbank LX 
100 101.375 7 3/4 3 31/01/92 7.22 Merrill Lynch LX 
115 101.750 7 5/8 5 02/02/94 7.19 Swiss Bank LX Swap 
Corp. 





7 15/02/96 7.76 Algemene Bank AM, LX 
Nederland 
21/2 06/08/91 7.74 Zie Monegasqut LX 
de Banque 
5 01/03/94 7.60 Credit Suisse LX 
First Boston 
125 101.750 81/8 5 01/03/94 7.69 Merrill Lynch LX Swap 
Listing : LX = Luxembourg 
AM = Amsterdam 
TABLE V 










































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































ECU EXCHANGE RATES 














































































































































































































































































































































































































































































































































































































































Ecu exchange rates. 
The exchange rates for the ecu against the national currencies of the Member States of the Community, the United States 
(USD) and Japan (YEN) are shown as monthly averages and daily rates for the latest available month. 
The ecu basket, dating from 17 September 1984, is currently made up as follows: 
DM FF HFL BFR LFR ' LIT DKR IRL UKL* DRA* 
lecu= 0,719+ 1,31+ 0,256+ 3,71+ 0,14+ 140+ 0,219+ 0,00871+0,0878+ 1,15 
Ecu central rates since 12 January 1987 
DM FF HFL B/LFR LIT DKR IRL UKL* DRA* 
2,05853 6,90403 2,31943 42,4582 1483,58 7,85212 0,768411 0,739615 150,792 
Weights of currencies in the ecu basket (based on new central rates from 12 January 1987), in %. 
DM FF HFL B/LFR LIT DKR IRL UKL* DRA* 
100= 34,93 18,97 11,04 9,07 9,44 2,79 1,13 11,87 0,76 
* = Does not participate in the exchange rate mechanism 
Consumer price indices in national currency 
The consumer price indices in the national currency of each country measure changes in the purchasing power of one unit 
of national currency spent in the country concerned. 
Two composite indices are calculated, covering all the Member States of the Community (EUR 12) and the eight Member 
States with currencies participating in the European Monetary System exchange rate mechanism (EMS). 
These indices are calculated as weighted arithmetic means (chain indices) of the national indices, the weighting for each 
Member State being its relative share in the final consumption of households of the group of countries in question (EUR 12, 
EMS), expressed in purchasing power standards, at current prices and purchasing power parities. 
At the foot of the table, the average weighted fluctuations around the mean and the minimum are given for the same groups 
of countries, with the same weightings. (These are calculated as weighted averages of the absolute fluctuations in relation to 
the mean and the minimum respectively). They show the degree to which price movements in the Member States in the 
Community converge. 
Consumer price indices in ecus 
For each country the index of consumer prices in ecus is calculated by dividing the national consumer price index by the 
average movement of the national currency in relation to the ecu during the month. It measures the change in the purchasing 
power of one ecu in the country concerned. 
Three composite indices are calculated, covering all the Member States of the Community (EUR 12), the eight Member 
States participating in the European Monetary System exchange rate mechanism (EMS) and the ten Member States whose 
currencies go to make up the ecu (ECU). These indices are calculated as weighted arithmetic means (chain indices) of the 
consumer price indices expressed in ecus as mentioned above. 
The weightings are defined as follows: 
. for the EUR 12 and EMS indices, the relative share of each Member State in the final consumption of households for 
the group of countries in question (EUR 12 or EMS), expressed in ecus at current prices and exchange rates (annual 
weighting). 
. for the ecu index, the relative share of each Member State's currency in the calculation of the ecu (monthly weight-
ing)· 
Ecu bond issues 
All ecu-denominated bond issues, both national and international, are covered, together with ecu issues offering the option 
of conversion into other currencies. Main source: International Financing Review 
Table II shows, under the headings: 
. Business sector and Governments: national issuers, both private and public. 
. Institutions: the European Investment Bank and the Commission of the European Communities (EEC, ECSC, 
Euratom). 
. Organizations: the specialist institutions of the United Nations, the World Bank, the Council of Europe, etc 
The issues are recorded as at the payment date. 
Interest rates and yields on ecu investments 
The interest rates for 1,3 and 6 month and 1 year deposits are calculated on the basis of the Friday London market rates 
(source: Financial Times). 
The bonds are classified according to three types of terms: under 5 years, from 5 to 7 years and more than 7 years. The 
redemption yields of ecu bonds are calculated each Wednesday from a sample of fixed interest bonds, denominated in ecus 
and listed on the Luxemburg Stock Exchange. These yields are weighted by amounts in circulation, (source: Luxembourg 
Stock Exchange). 
The monthly and yearly averages are the arithmetic means of these weekly interest rates and bond yields. 
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